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Enquiry into Underused and 
Surplus Property in the NHS 
Room 705, Euston Tower, 
286 Euston Road, 
London NWl 3DN 

8 November 1982 



The Rt. Hon. Norman Fowler, MP, 

Secretary of State for Health and Social Services, 

Alexander Fleming House, 

Elephant and Castle, London SEl. 

Dear Secretary of State, 

On the 10 March of this year you annomiced to the House of Commons 
the settmg up of an Enquiry into certain aspects of National Health Service 
property. It was asked to review the current arrangements for identifying 
underused and surplus property and to make recommendations for improve- 
ments. I have pleasure in submitting the Report of that Enquiry for your 
consideration. Apart from one aspect — the possibility of reducing financial 
allocations to health authorities who fail to remedy excess property hold- 
ings^ — ^the Enquiry was unanimous in its findings. 

Throughout the Enquiry two factors have been uppermost in the minds 
of members. First the importance of promoting accountability in property 
matters, and second, the need to ensure that the NHS planning system takes 
full account of the resources which property represents. For these reasons 
if no other, the Report contams no recommendations for fundamental struc- 
tural or financial change in the way property is managed in the service. 

I hope that the recommendations in the accompanying Report will com- 
mend themselves to you and, if so, that they will be implemented by the 
service with due urgency. 

Yours faithfully, 

Ceri Davies, Chairman 
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SYNOPSIS OF THE REPORT 



Terms of Reference : “ Within the context of the revised National Health 
Service planning and management arrangements, to consider means which 
will ensure that Health Authorities identify underused and surplus land and 
poperty, and where appropriate dispose of it in ways which will create 
maximum benefit for the service and to make recommendations 

Throughout our Enquiry we kept in mind the fact that, in the NHS, 
property is one of many factors which are secondary to the needs of the 
service. Improvements in property management, however desirable, should 
not distort the provision of services to patients. 

We found many complex factors in the management of NHS property. 
Some are internal and could be improved by NHS authorities tliemselves. 
Others are external and are largely outside the control of the NHS. 
Improvements would require changes in statutory requirements and in the 
attitudes of local planning authorities. The following summarises the main 
aspects of our Report. Each aspect is dealt with in some detail in the 
Report and several recommendations follow. A list of our recommenda- 
tions is given at Chapter 8. We see no need to expand existing stafiSing 
levels tO' achieve the improvements which we recommend. 

1. Greater productivity in the use of buildings and land is at the core 
of our recommendations. Valuable resources are wasted by the underuse 
of space in buildings and by the retention of surplus land. The incen- 
tives for identifying underused and surplus property must be improved, 
first by ensuring, as far as possible, that Districts receive the benefits of 
property sales and secondly, by introducing a system of notional rent 
for property held. 

2. Existing incentives to identify and dispose of surplus property should 
not be reduced. Districts should normally receive the proceeds of sale, 
which should not be reduced because they have to^ pay the full cost of 
maintaining and securing empty premises. All Regions should comply 
with the provision of the Land Transactions Handbook regarding sale 
proceeds and they should bear some of the burden of security and 
maintenance costs of empty premises. 

3. It is wrong that NHS authorities are in a worse position than private 
sector property owners in respect of some property matters. Until very 
recently, interpretation of legislation prevented health authorities from, 
applying for planning permission in their own right and from appealing 
against decisions of local planning authorities. This interpretation has 
been revised but the matter should be put beyond doubt by suitable 
legislation. Changes in legislation are also needed to enable health 
authorities, within certain limits, to be able to acquire land in order to 
enhance the sale value or the marketability of existing property. 

4. Some local planning authorities are unhelpful to the NHS. Hospital 
land is often regarded by them as “ Green Belt ” or otlierwise misuitable 
for alternative use. Yet some forms of alternative use could enhance 
rural areas and benefit urban areas too. The financial gain from such 
developments would benefit the local community as a whole. 

V 
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5. There are deficiencies in the management of NHS property. These 
must be eliminated if property values are to be maintained and the best 
price obtained upon sale. The NHS should ensure that property is 
recognised as a resource in the planning process and obtain suitable 
professional advice in property matters. Such advice is best obtained by 
employing staff of the correct background and training. Works organisa- 
tions need to put as much emphasis upon estate management as on new 
capital developments. They also need to take account of the change in 
emphasis from capital planning to resource planning. 

6. Steps should be taken to scrutinise the need for the present amount 
of residential accommodation and whether the NHS or anotiier body 
should provide it. 

7. In general. Chairmen and Members of health authorities and many 
of their officers need a better appreciation of the value of the property in 
their charge and its place in the planning process. Suitable trauiing should 
be provided as a way of improving this situation. Ministers should 
persuade Regional He^th Authority Chairmen of the need for such an 
appreciation and, in turn, for Regional Chairmen to influence District 
Health Authority Chairmen. 

The foregoing aspects are inter-related but are not inter-dependent. We 
urge that action be taken to improve the matters to which we have drawn 
attention as quickly as possible. Each one of our recommendations shows 
how some measure of improvement can be achieved ; together, they point 
the way to a more efficient management of property in the service and to 
the considerable financial and operational benefits which this will bring. 
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1. INTRODUCTION 



The need for an Enquiry 

1.1. Property^ is a valuable asset, the acquisition, maintenance and disposal 
of whicli is generally very time-consuming. An ejEficient organisation takes 
account of these facts in its resource planning and strategic thinking. It 
cannot afford more property than its function requires so it regulates its 
holdings to match the demands for its services and it ensures that all space 
is efficiently utilised. The organisation maintains its property in good con- 
dition and when buying or selling property it obtains sound professional 
advice in order to receive maximum benefit from the transaction. It will 
have ensured that the revenue consequences of new property can be met. 
Commercial organisations must strive to operate in this way ff they are to 
survive. It is no less important for the National Health Service to operate 
in the same way because surplus and underused property is a waste of 
resources which reduces the amount available for patient care. 

1.2. It is generally accepted that because of other preoccupations the 
management and development of die NHS estate has not hitherto received 
the attention necessary to achieve the above objectives. Performance in this 
area is patchy. Systematic identification of underuse hardly exists nor is 
there much idea of the value of property. Moreover when surplus property 
has been identified the service does not always obtain the best price at the 
time of sale and the proceeds are not always applied to the benefit of the 
locality in which the surplus property was located or tO' which the property 
provided a service. Many procedures and attitudes within the NHS act 
as disincentives and impediments to the exploitation of the estate. There is, 
above all, a lack of appreciation of the opportunities for economy which 
efficient property management can bring. 

1.3. Ill-defined responsibilities also play their part in reducing the effective 
handling of property matters. Because of the need to co-ordinate the many 
interest groups and disciplines involved in property, the central responsibility 
should continue to lie with the Regional Administrator or District Adminis- 
trator in cases where authority has been delegated. But there are places 
where the drive which needs to accompany such responsibility is lacking 
and too often an assumption that property matters can be imdertaken almost 
entirely without professional advice. 

1.4. These might be termed internal factors but there are external ones 
too. In particular, Crown authorities have been regarded as unable to 
obtain planning permission for the property they occupy. This has been 
an impediment and has affected the attitudes of local planning authorities 
to property occupied by the NHS. This situation has led, on the one hand, 
to NHS authorities resorting to unorthodox procedures in an attempt to 



1 Throughout this Report we use the term “ property ” to embrace both the land and the 
buildings which are in the ownership of the Secretary of State for Social Services. 
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obtain the best value from the sale of property whilst on the other hand 
the income from some transactions has been less than that which would 
have arisen had the same property changed hands in the private sector. We 
refer to this matter again in paragraph 5.1. 



Terms of Reference and Interpretation 

1.5. Against this background we were asked to examine the situation within 
the following Terms of Reference : — 

“ Within the context of the revised National Health Service planning 
and management arrangements, to consider means which will ensure that 
Health Authorities identify underused and surplus land and property, and 
where appropriate dispose of it in ways which will create maximum bene- 
fit for the service and to make recommendations” 

1.6. We have interpreted these Terms of Reference widely. This is because 
it became clear that we could not sensibly consider the questions of under- 
used and surplus property in isolation from other aspects of estate manage- 
ment. This is particularly important in view of the main framework of our 
Terms of Reference “ Within the context of the revised NHS planning and 
management arrangements ...” and the importance of the NHS estate as 
a resource — a factor now recognised in the planning system. 

1.7. Our consideration of the subject has therefore gone beyond questions 
of identifying underused and sui^lus property and its disposal because we 
believe that although improvements in this field can be achieved m isolation 
they are unlikely to be sustained unless there are parallel improvements in 
the way the NHS estate is managed. 



Acknowledgments 

1.8. We are grateful to the Chairmen and officers of the health authorities 
who have helped us in our Enquiry by answering numerous questions and 
by providing written information. We appreciate that, for most of tliem, 
our Enquiry came at a particularly difficult time. We also recognise that, 
because many of the officers interviewed had been in their posts for only 
a few weeks, their responses were, of necessity, less informed on local 
matters than they might otherwise have been. Nevertheless we found the 
visits instructive and would like to convey our thanks to all concerned for 
the wide range of information provided, for stimulating discussions and for 
their readiness to interrupt their busy routines. We would also' like to 
thank the officials of the Inland Revenue (Valuation Office), the Property 
Services Agency, Scottish Development Department and Mr. Munson of 
Messrs Coopers and Lybrand who* responded informatively to questions we 
put to them. We would also like to thank Mrs. Sheila Howells, Regional 
Planning Officer, South West Tliames RHA who co-ordinated the replies to 
a number of written questions which we put to Administrators at RHAs 
who are responsible for capital and service planning. 
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2. METHOD OF ENQUIRY 



2.1. Our approach has been almost entirely empirical. We felt it was 
vital for us to discuss the problems at first hand with as many officers 
(including some Chairmen) involved in property management as we could 
within the limited time-scale set for our work. We supplemented this by 
calling for a wide range of back-ground papers and by attending p^art of the 
hypothetical estate rationalisation exercise (“ Mereworth ”) which has been 
devised for training purposes for works officers. 

2.2. We visited eight District Health Authorities which, collectively, ap'- 
peared to us tO' display characteristics relevant tO' the Enquiry e.g. examples 
of city centre, urban and rural locations and locations where property values 
are known to be exceptionally high. We also visited the Regional Health 
Authorities in whose Regions the eight Districts are located. A list of the 
authorities visited is given at Appendix 1. 

2.3. In addition, all NHS authorities were notified formally of the Enquiry 
and were invited to comment. Only nine authorities responded to this 
invitation. Comments were also provided by individuals from both inside 
and outside the service. A list of those authorities and individuals who 
provided comments is given at Appendix 2. 

2.4. Apart from the visits described above we have met on 13 occasions. 
At some of these meetings we had discussions with staff from the Inland 
Revenue (Valuation Office), Property Services Agency (Directorate of Estate 
Surveying Services), Scottish Development Department and Messrs Coopers 
and Lybrand, Chartered Accountants, who have been appointed to audit 
the accounts of the Ealing Health Authority. In addition, members of the 
Team have had discussions with various individuals and organisations both 
in the private and public sectors, in order to widen the range of information 
available to the Team as a whole. 



3. REVIEW OF CURRENT SITUATION 

3.1. We were struck by the wide range of attitudes and practice in relation 
to property matters in different authorities. Some diversity is inevitable in a 
service as decentralised as the NHS. Moreover, the opportunities for property 
rationalisation will vary from place to place. It does, however make our 
t^sk of producing recommendations of general application a difficult one. 
We do not wish to stifle initiativei, but equally those with an indifferent 
record in property management need an incentive (and if necessary a goad) 
to improve their performance. Our recommendations constitute how we wish 
to achieve the results we want — -but it is the results which matter, not the 

method of achieving them. 

i 

The\ NHS Estate — Description 

3.2. The NHS estate in England comprises some 50,000 acres of land and 
a stock of buildings of wide diversity — 2,000 or so hospitals of various sizes, 

3 
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together with health centres, clinics, laundries, offices and residential accom- 
modation. In the last two years there has been a substantial increase in the 
number of acres sold and the acreage identified for disposal at the end of 
March 1982 was 3,325 — ^nearly seven per cent of total holdings. 

Current problems — the estate and planning 

3.3. In our visits and discussions we identified a number of current prob- 
lems, possibly the most serious of which was a general lack of appreciation 
of the importance of the estate as a vast resource and die way tliis factor 
should be taken into account in NHS planning. 

3.4. First, our Terms of Reference included the identification of underused 
land and property. It is clear that there are few measures of the productive 
use of the space within buildings and the use of surrounding land has not 
been the subject of systematic and critical appraisal. Yet adequate strategic 
planning must include an analysis of the use or underuse of existing facilities. 

3.5. Second, it is normally through, or as a result of, the planning system 
that property is identified as being surplus to requirements. 

3.6. When this process is inliibited it is because of; — 

{d) lack of basic information about the estate described in a way which 
is convenient for strategic planning ; 

ib) lack of vigorous and co-ordinated estate management and lack of 
knowledge about the condition of the stock of buildings, its func- 
tional suitability, the productive use of space within it and its spare 
capacity ; 

(c) lack of knowledge about existing and potential site values and oppor- 
tunities for disposal — all too often this aspect is considered only 
after a site has been declared surplus whereas it should be an input 
to long term service) planning ; 

(d) pre-occupation with the prospect of new capital developments to the 
detriment of thinking about how tO' make the best use of the existing 
stock ; 

{e) poor management of specific ports of the estate — ^residential accom- 
modation particularly ; 

if) lack of adequate training for many staff dealing witli property mat- 
ters ; 

(g) management structures which give insufficient weight to estate man- 
agement, do not identify clearly where responsibility for property 
transactions lies and fail to ensure the provision of proper profes- 
sional advice ; and 

Qi) poor monitoring of estate management. 

3.7. These factors are not always present to the same degree in aU authori- 
ties. Taken together they have, however, produced a situation in which the 
KHS is ill-equipped from the estate point Of view to tackle a number of 

4 
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problems confronting it — ^rationalisation of tlie estate following capital 
developments, rationalisation because of revenue constraints, or the major 
shift in mental illness and mental handicap policies from institutional to 
community care. However, we recognise that change is now taking place. We 
were told that, wMle the state of this art was still far from perfect, there 
had been a greater recognition in recent years of the importance of estate 
management and of its contribution to service planning. We accept this, but 
believe that progress is still slow and halting with much depending on the 
presence or otherwise of individuals with enthusiasm and commitment. 



Other current problems 

3.8. Once property has been identified as surplus, several impediments to 
its speedy disposal at maximum value are clear to us : — 

(a) relations with local planning authorities are often poor. It is said 
that many local authorities lack an appreciation of the problems of 
the NHS and are often unwilling to change the planning designation 
of NHS land ; 

(b) the NHS estate contains a significant number of listed buildings 
which creates problems of maintenance, disposal or change of (NHS) 
use ; 

(c) NHS authorities are in a less favourable position than private owners 
with regard to disposals ; 

(d) some parts of the NHS believe that management has one hand tied 
behind its back because of the activities of local interest groups in 
opposing closures and because Ministers refuse consent to closures ; 

(e) some Regions complain that Districts are reluctant to declare redun- 
dant sites surplus because the Districts harbour unrealistic expec- 
tation of future service development ; and 

if) relations between the NHS and District Valuers are not always good 
and each side quotes examples of delays attributable to the other. 

These matters are dealt with in greater detail later m this Report. 



Incentives 

3.9. The disposal of property is a complex and time-consuming process, 
more so in the case of many NHS properties because of requirements to 
consult consumer interests and others where hospital closures are involved. 
Authorities may be reluctant to embark on tlie process of property disposal 
unless “ there is something in it for them ”. Tlierefore, there must be worth- 
while incentives. 

3.10. A clear incentive to the identification and disposal of surplus property 
lies in the revenue savings or re-distribution of resources which result from 
such disposals. Indeed, many authorities laid great emphasis on this point 
and regarded sale proceeds, although very welcome, as less of an incentive 
than revenue savings. 
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3.11. The incentive effect of sale proceeds may become diluted by tlie 
nature of disposal procedures. Some Regions do not comply with existing 
DHSS guidance which states that receipts from property sales should gener- 
ally accrue to the District which declared the property surplus. But even in 
Regions which comply with this guidance the net gain to Districts can be 
much less than the sum of the proceeds because of expenditure incurred in 
maintaining empty premises and keeping them secure prior to sale. We 
make recommendations on this matter in paragraphs 5.13. and 5.16. 

3.12. We also' considered whether the existing incentives were adequate to 
bring forward property for disposal. We have concluded that they are not. A 
further “ incentive ” is required and we make a recommendation to this end 
in paragraph 5.28. 



Focus of recommendations 

3.13. To return again tO' a theme established earlier in this chapter, we 
believe that tackling the problem of underuse is a key factor in effective 
management of the estate. Unused property is usually self-evident ; by 
contrast, underuse is elusive. It requires determined effort to identify and 
secure effective rationalisation but the potential rewards to be obtained from 
such effort in terms of revenue savings and sale proceeds are considerable. 

3.14. Our recommendations centre on the following principles : — 

(<3) property considerations are of considerable importance but there 
are other considerations which affect the location and scale of services. 
Measures taken to improve the management of property should not 
distort services to patients ; 

(b) it is necessary to promote awareness of the value and potential of 
NHS property and, as a continuing process, the need to identify for 
re-use or disposal any properties which are no longer required for 
their original purpose ; 

(c) service planning and estate planning are interactive processes. The 
consequence of undertaking them separately is waste ; 

(^0 procedures for disposing of surplus property must be streamlined ; 

(e) as far as possible, NHS authorities should not, because of statutory 
or other procedural requirements, be at a disadvantage compared 
with private sector property owners when disposing of surplus 
property ; 

CO receipts from the disposal of surplus property should be used for the 
maximum benefit of the service ; 

(g) appropriate skills and advice should be utilised m property matters ; 
and 

(h) any new procedures or activities recommended to remedy the de- 
ficiencies identified should not be time-wasting or unnecessarily 
bureaucratic. 



6 
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4. PROPERTY AND PLANNING 



4.1. The revised NHS plaimijig system introduced in March 1982’- draws 
attention to the fact that the existing stock of buildings and land in the NHS 
is a valuable resource. It can also act as a constraint on the pace of change. 
But equally, by creative manipulation, it can provide opportunities for 
development. Reference is made in the covering circular to the need, during 
planning, for full account to be taken of the condition and development 
potential of the estate and in particular, any surplus or underused property. 

4.2. We note that the circular also promises further guidance on the prepara- 
tion and submission of strategic plans in due course. Some of our recom- 
mendations in this chapter should be incorporated in that guidance. 

Historical background 

4.3. Despite the inherent inflexibility of some buildings as instruments 
in the planning process, there is. often considerable potential for change in 
existing buildings — ^die provision of new accommodation is not automatically 
the best way to meet changes in service requirements. 

4.4. After an initial phase of disposal of redundant or duplicated facilities, 
the 15 years which followed the inception of the NHS in 1948 saw little 
change in the estate. Few new hospitals were built in this period and land 
disposals were of little significance. The Hospital Plan for England and 
Wales published in 1962 heralded a new era. The Plan envisaged a substan- 
tial increase in the level of capital expenditure on new hospitals and, as a 
by-product, established a climate of opinion which saw solutions to short- 
falls in hospital provision almiost entirely in terms of new building. The 
change in economic circumstances during the mid-1970s resulted in a reduc- 
tion in the rate of new building but attitudes and long-nurtured plans die 
hard. New buildings do not necessarily represent the best nor the most 
economic v/ay of providing a service. 

4.5. Outside the NHS there has been a movement away from providing 
new buildings and towards adapting and re-using existing buildings to meet 
the needs of housing, industry and commerce. The NHS cannot be immune 
from this trend especially as it has- many buildings which, because of their 
geometry and soundness of construction, have a potential for change. A study 
by the King’s Fund drew attention to ways of adapting some older buildings 
to meet present day needs. (See Appendix 3 item 2.) 

4.6. Management in general and planners in particular need to be aware 
of the opportunities in the estate for re-use and adaptation. A careful 
appraisal of all options is necessary before deciding how to provide accom- 
modation for a new service or pattern of care. The issue — whether to 
provide a new building or to adapt an existing one — should not be pre- 
judged ; a full investment appraisal has to be carried out. We therefore 
fully endorse the recent decision to require an investment appraisal as part 



1HC(82)6, Annex paragraph 20. 
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of early Capricode^ procedures. Such an approach is necessary throughout 
all stages of strategic planning, not only when a building project is being 
considered. 

Estate information for service planners 

4.7. Planners cannot carry out their task without a proper appreciation ol 
the potential of the estate and how it might be manipulated. Knowing with 
certainty what is owned is clearly the essential first step. We refer only in 
passing to the need for estate records because it is already covered in the 
DHSS Land Transactions Handbook and again in Estmancodel But we 
endorse the recommendations in those documents for up-to-date estate 
terriers and for the safe custody of title deeds. Our information suggests that 
the national position on deeds and terriers in the NHS is well below an 
acceptable standard, both in terms of accuracy and completeness. We con- 
sider that the following information inputs to tlie planning process are 
essential : — 

{a) Value of the stock 

Information should be available on the potential sale value of the 
stock. A rational approach to planning is not possible without such 
knowledge. In any District, long-term planning is bound to involve 
changes in the stock as a consequence of changes m clinical practice, 
movement of population, financial considerations, estate rationalisa- 
tion or new capital developments. One of the factors which will 
determine whether a site is to be vacated in whole or part is its realis- 
able value. Although there will be some sites which are most unlikely 
to be vacated in the foreseeable future, in all Districts some sites and 
in some Districts all sites need to be considered for change and, m 
consequence, need to be valued. The adrninistrative and works disci- 
plines should be closely involved in such work but expert professional 
valuation advice is needed. This advice can be provided by the 
Regional Property Surveyor (if our recommendation in paragraph 6.4. 
is accepted), the District Valuer and private firms. We recommend 
that, before each round of strategic planning commences (that is, every 
five years), each District should undertake a review of the potential 
sale value of its stock, including its enhanced value if planning per~ 
mission for other uses can be obtained. This review should be 
undertaken in close consultation with the Regional Property Surveyor 
and the District Valuer. 

(b) Functional suitability and utilisation of space 

An assessment of each existing building’s ability to provide a satis- 
factory total environment for the performance of its present range of 
functions is an important input into service planning. This is not just 
a matter of space allocation. The layout and scheduling of the use of 
space are of equal importance. Thorough estate rationalisation needs 
to have identified those areas (including departments) which have a 



1 Capricode — ^The NHS Capital Projects Code. 

2 Estmancode — ^NHS Estate Management Practices Code. 
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greater capacity than is presently utilised as' well as areas that create 
bottle-necks and therefore reduce the efficiency of the organisation as 
a whole. It is also important that an assessment of the building’s 
location is undertaken. Sp^e utilisation techniques^ have been slow 
to emerge in the health service, an indication perhaps of the consider- 
able complexity of this particular subject. However, studies have 
been published which provide a useful introduction (see Appendix 3 
item 3) but a great deal more needs to be done in this much neglected 
area. Although we believe that centrally produced space standards for 
existing buildings might be useful in a very small number of situations, 
we are not convinced they are essential and they could be misleading 
unless they were so devised as to take into account the many vari- 
ables which local situations would require. 

We recommend that : — 

z. as soon practicable, each District should undertake a full review 
of the functional suitability and effective utilisation of space 
within its existing stock ; 

it this review should also indicate the extent of spare capacity so 
that it can be taken into account in subsequent rationalisation 
work ; 

Hi. the review should be updated every five years before each round 
of strategic planning ; 

iv. the function of space management should become an identi- 
fiable responsibility at Region and at District ; 

V. the DHSS should enlarge its research effort in this area so as 
to make guidance available within a timescale which would 
allow this work to run in parallel with the other assessments, 

(c) Condition of the stock 

The final input to planning which is all too often lacking is systematic 
information on the condition of the stock. We understand that 
Estmancode guidance on this matter is to be provided shortly. Stock 
condition is relevant to our Terms of Reference in several ways. It 
may influence decisions on which properties come forward for dis- 
posal or replacement. The continued maintenance of stock which will 
shortly become surplus may not be justified. The condition of the 
stock may well have some influence on the price obtained on sale. In 
this connection we view with concern the opinions about maintenance 
backlog which were expressed during our visits and the evidence of 
such backlog which has been drawn to our attention. It is clear that 
the backlog has accumulated over very many years. Among die 
reasons for this situation is the considerable fluctuation in capital 
programmes which has resulted in buildings, due for replacement and 
therefore being maintained at a lower standard, having to be retained 
because the expected major capital developments did not take place. 
No national survey of NHS property has been carried out in recent 
years, this clearly is an unsatisfactory situation. However, on the 
evidence of a sample survey undertaken in Northern Region in 1982 
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the cost of the work requhed to bring properties in England up to the 
level regarded by health authorities as the minimum acceptable stan- 
dard would be of the order of £2 billion. We are concerned that such 
a large backlog of maintenance exists and that many health authori- 
ties have failed to observe the directions by the Secretary of State 
dated 25 February 1974 which state, among other things, 

“ . . . maintenance . . . should be carried out in accordance with 
appropriate practices and procedures such as those advocated in 
the Estate Management Practices . . . Code for the National Health 
Service.” 

We recommend that : — 

L each District should maintain a •continuing record of the condi- 
tion and changes in condition of the existing stock for use in 
their annual operational programmes and in strategic planning ; 
and 

ii. the District Management Team should require that an assessment 
of the cost of maintenance and replacement measures which 
the operation of its property in the previous year has made 
necessary be made available to them so that they can make 
a report to the District Health Authority. 

Details of this assessment appear in Estmancode Volume 2, Chapter I, 
Section 2 which was issued to the NHS in 1973. 

Planning and Estate Rationalisation 

4.8. The overall aim is to provide the most effective and efficient service in 
buildings which are suitable for their purpose, well placed for access by the 
people they serve and achieved within cash limits. Space should not only be 
fully used but used to best advantage. Such a situation can only be achieved 
if all concerned with service planning and estate management, by taking into 
account the information described in paragraph 4.7., explore together the 
various ways whereby the estate can be manipulated to meet service needs. 
We believe this to be a fundamental and integral part of NHS planning. Al- 
though no formal decisions have yet been taken, we anticipate that the next 
round of strategic plans will be required during the latter half of 1984. With- 
out the information described earlier, appropriately summarised, such plans 
are unlikely to realise all the objectives. We recommend that the estate data 
base referred to in paragraph 4.7. should be assembled in time for the inter- 
active exercise described above to be carried out as a part of strategic 
planning. 

4.9. The absence of a strategic plan results in uncertainty in the handling 
of individual sites. For example, to secure quick gains from the disposal of 
surplus property, individual buildings or plots of land have often been sold 
without adequate thought about the part which such properties might play in 
the longer term strategy of a District. Today some hospital sites display 
evidence of past ill-considered ventures into such land sales. In many cases 
site areas have been reduced to such an extent that the remaining site is vir- 
tually land-locked thereby reducmg its suitability for development or des- 
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troying its potential as a saleable property. There have also been instances 
where authorities have sold plots of land only to find subsequently that 
these plots were important for realising future objectives. Clearly, therefore, 
an estate control plan for each major hospital site needs to be prepared, 
indicating the physical implications of strategic decisions taken as a conse- 
quence of planning. Such a plan would show among other things which 
buildings are to be replaced, demolished, extended, upgraded or maintained 
at present or improved levels. Districts should initiate such plans, where they 
are necessary, but they should be undertaken in partnership with Region. 
As well as providing specialist professional input, Regions should establish 
a priority list for action starting with those sites which are most likely to 
change in the near future. We recommend therefore, that an estate control 
plan should be prepared for each major hospital site as outlined above. 

4.10. We accept that looking at estate rationalisation purely in property 
terms may produce a result which is unacceptable in service terms. But 
equally, a purely service-based approach will not identify opportunities for 
property rationalisation. It is clear to us also that it would be unrealistic 
to expect each District to contain all the skills necessary to carry out the 
tasks outlined in paragraphs 4.7. to 4.9. These skills are in short supply 
in the NHS, although if our proposals for training in Chapter 7 are adopted, 
we would expect to see them become more abundant at District level. We 
recommend that all Regions should make available to Districts their own 
planning and estate management expertise to help in the strategic planning! 
estate management process. To assist in this approach Regions should have 
foreknowledge of District developments so that their input can be provided 
at an earlier stage than at present. 

4.11. We emphasise that the forthcoming DHSS guidance on strategic plans 
should contain references to estate aspects. It would be unrealistic to expect 
that strategic plans should contain details of all estate rationalisation options 
considered, or the potential values of hospital sites. Such information may 
be confidential or could create unnecessary uncertainty for staff. But we 
recommend that strategic plans should contain a summary of the results of 
space utilisation surveys, and brief details of function^ suitability, stock 
condition and maintenance backlog, together with consequent proposals for 
action. Functional suitability and the condition of the stock will also influ- 
ence annual operational planning. 

Revenue Consequences of Capital Schemes 

4.12. The most publicised examples of undemsed property are new build- 
ings which are unoccupied because of lack of revenue. This situation can 
result from the necessarily long planning period for a new hospital being 
overtaken by changes in the economic climate from which the NHS cannot 
expect complete insulation. Some examples may be inevitable. An examina- 
tion of NHS revenue funding as a whole would lie outside our Terms of 
Reference so we make no specific recommendation on this subject. 

4.13. We do, however, have some comments. Central funding by DHSS 
of the revenue consequences of capital schemes was abandoned some years 
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ago and we make no recommendations for its restoration. But we do believe 
it is incumbent on the NHS to make proper provision for future revenue 
requirements, either from future growth within DHSS resource assump- 
tions, from closures or from the creation of earmarked reservesi in advance. 
In our view capital schemes should in future proceed only if a very a>n- 
siderable degree of certainty can be attached to meeting their revenue 
consequences. 

4.14. Underuse of buildings because of lack of revenue is likely to occur 
more frequently if there are no realistic long-term resource assumptions. 
We recognise the difficulties in making such assumptions and the consequent 
difficulties for Regions in issuing long-term guidance to Districts. Planning 
within an environment of uncertainty is unavoidable but we believe that 
each higher tier of authority has a clear responsibility to limit resource un- 
certainty to a minimum. At the same time, the NHS has a two-fold 
responsibility : — 

(a) not to plan over-optimis-tically. We accept tliat recent changes in 
growth expectations have been substantial and do not criticise those 
who, as a result, have had to return to the drawing board. But 
there have been earlier examples where authorities’ plans have been 
so formulated that minor changes in resource assumptions have had 
a major effect on capital schemes — even to the extent that “ moth- 
balling ” of new hospitals has been necessary ; and 

(b) to increase efforts to control the revenue consequences Of capital 
schemes. We know that a number of RHAs are looking more critic- 
ally at this matter. But it seems to us (admittedly with the benefit 
of hindsight) that the iuevitability of substantially mcreased revenue 
costs for the same or only shghtly better service has been too readily 
accepted in the past. 

" Bridging Finance ” and other Financial Measures 

4.15. There are aspects of financial planning to which we wish to draw 
attention. We have heard complaints that some RHAs do not give a high 
priority to helping Districts who are unable to finance the transactions 
leading to property disposal. In some cases “bridging finance” is not 
available for revenue-saving or revenue-neutral schemes which, in turn, 
would have the effect of releasing surplus or underused stock. Also, the 
helpful facility of being able to deposit sale proceeds with RHAs is the 
exception. Such deposits would have to be protected against inflation as 
far as possible and be available for use in a later year. Some have sug- 
gested that, as an alternative to RHA “ bridging finance ”, it might be 
possible to borrow money on the security of future land sales. We under- 
stand that it is the Treasury view that direct borrowing or mortgaging should 
not be permitted on the grounds tliat it is cheaper for the Government 
to borrow centrally for the public sector. The Treasury have also said, and 
we agree, that a cost-effective result is unlikely to be achieved. Others have 
suggested that sale and lease-back arrangements might be possible on a 
short-term basis to allow a more valuable planning use to be obtained. 
We doubt that this approach either would be cost-effective because of the 
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heavy discountmg which the purchaser would have to apply to reflect the 
uncertain nature of the investment. 

4.16. We recommend that RHAs should give “ bridging finance ” a high 
priority and also provide facilities for Districts to deposit sale proceeds with 
them, such deposits should be protected by RHAs against inflation as far 
as possible. We would also remind RHAs of the facilities available for 
“ strategic shift ” whereby the DHSS can “ lend ” capital funds to health 
authorities and deduct from a subsequent year’s allocation. 

Miscellaneous matters concerning Government owned property 

4.17. Registers of Public Bodies’ Land. Part X of the Local Government 
Planning and Land Act, 1980 requires unused and insuflaciently used land 
to be recorded on a Register available for public inspection. The Land 
Transactions Handbook states how the Act affects health authorities. This 
legislation should provide an additional spur to the identification of surplus 
land, an effect which we endorse. The Registers could also be a useful 
source of information for health authority planners seeking land for future 
developments. Our only other comment is that land notified for inclusion 
in the Register should only be that identified following the planning and 
rationalisation exercises which we advocate in paragraphs 4.8. to 4.10. 

4.18. Transfers of property between Government Departments. Transfers 
of property are made between Government Departments at no cost to the 
acquiring Department (the NHS being a “ Government Department ” m this 
sense). Whilst this procedure may be convenient from an accounting stand- 
pomt, it does not encourage a sound attitude to the value of property. 
Moreover, an authority, in acquiring property which is “free”, may not 
get the best premises in terms of functional suitability or location. We 
recommend that when property is transferred from one Government Depart- 
ment to another, the acquiring Department should pay the full market price 
for the property as determined by the District Valuer and the proceeds 
should pass in full to the “ selling ” Department. 



5. IMPEDIMENTS AND INCENTIVES 
Removing Impediments 

5.1. In paragraph 3.8. we referred toi various impediments to the speedy 
disposal of sui*plus property. The most significant of these is the interpre- 
tation current until very recently, of Section 266(1) of the Town and 
Country Planning Act, 1971. The effect of diis interpretation was to deny 
health authorities the opportunity to obtain planning permission in their 
own right, thus putting audiorities in an unfavourable position compared 
with private sector property owners. A legal opinion now obtained by the 
Department of the Environment states that notliing in Section 266(1) 
prevents health aulhcwrities from seeking planning permission. We are 
greatly encouraged by this information, but in order to put the matter 
beyond doubt we recommend that suitable legislation be enacted. 
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5.2. Another statutory requirement which acts an an impediment to the 
better management of the estate is the restriction imposed by Section 87 
of the National Health Services Act, 1977 which has the effect of pre- 
venting health authorities from acquiring land adjacent to a site which they 
have identified as surplus in order tO' enhance its value and/or improve its 
marketability. Any modification to the statutory requirement must include 
appropriate safeguards against acquiring land for purely speculative pur- 
poses. We recommend that health authorities should be enabled to acquire 
land to enhance the value of adjacent property in their ownership subject 
to the provisos that : — 

(a) The District Valuer must first confirm in writing that, by acquiring 
additional land, the site to be declared surplus will become more 
marketable and that the acquisition price is fair and reasonable ; 

(b) the proposed transaction must require a prior resolution of the 
Regional Health Authority in the confidential part of the Authority's 
agenda; and 

(c) there must be a definite intention to sell the property. 

5.3. The removal of statutory impediments tO‘ the speedy disposal of surplus 
NHS property will be of help to^ health authorities. In other respects we 
believe that remedies are largely in their own hands. For example, there 
is a need in many Districts to foster good working relationships with local 
authority planning departments and tO' develop contacts so that the interests 
of the NHS are taken into account when local authorities formulate their 
structure and local plans and when informal planning indications are sought. 
Local planning authorities have been asked to consult the NHS on the 
preparation of local plans. The development of closer working relation- 
ships should go a long way tO' improve local authorities’ appreciation of 
the problems faced by the NHS. After all, the proceeds of property sales, 
in the main, are applied to the benefit of the local community. It is 
therefore in the interests of both the health authority and the local authority 
to see that the maximum benefit is obtained. 

5.4. From our discussions with health authorities and with staff of the 
Valuation Office of the Inland Revenue, we believe that in some Districts 
there is an inadequate understanding of the role of the District Valuer 
and the service which he can provide. Several health authorities have 
expressed dissatisfaction with the service given by the District Valuer. 
There were complaints of delays and of inadequate advice. We did not 
consider it our function to investigate particular complaints but we believe 
that part of the problem stems from inadequate briefing of the District 
Valuer in the first place. The Land Transactions Handbook deals with 
the role of the District Valuer and that of the Liaison Valuer in advising 
health authorities ; we would emphasise the following points : — 

(a) the need to seek the District Valuer’s advice during the preparation 
of basic information for strategic planning. The involvement of 
the District Valuer at the preliminary review stage is invaluable and 
too often the usefulness of his contribution has been reduced by failure 
to observe this basic principle ; 
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(b) the need for good briefing on the part of the health authority and for 
them to state whether a preliminary and informal estimate is needed 
for planning purposes or whether a formal report is required for a 
specific proposal. The District Valuer should also be kept informed of 
all relevant information which comes to hand during the course of a 
particular transaction, e.g. offers, expressions of interest in a particular 
property ; and 

(c) if difficulties arise which cannot be resolved with the District Valuer, 
the Region should raise the matter with the Liaison Valuer and, if 
necessary, with the DHSS. 

In addition, we consider that health authorities should be able to consult suit- 
ably qualified external advisers instead of or as well as the District Valuer. 
The District Valuer’s agreement to the purchase or sale price of properties 
would still be required. 



5.5. The overriding need for closer co-operation and understanding between 
health authorities, local planning authorities and District Valuers was high- 
lighted when we examined a case of a hospital which had been closed. Details 
of the case are given in Appendix 5. In summary, the health authority, after 
closing the hospital (which is in an area of office development), saw little point 
in seeking planning permission for alternative use in view of objections by the 
local authority to the closure. This somewhat passive approach should be 
judged against the interpretation of legislation then current which held that 
Crown authorities were not empowered to appeal against a decision of a plan- 
ning authority. By contrast, had the hospital been a private sector property, 
the owner, unfettered by this interpretation, could have taken the case to 
appeal and, if successful, might have realised £2-7 million from commercial 
development of the site. The point of this case is that had the health 
authority, the local authority and the District Valuer acted in conceit to 
explore the full opportunities of the site, a large potential gain to the local 
community would have been evident. But this did not happen so the health 
authority is about £2 million the poorer — a lost opportunity to improve facili- 
ties for patients. The local authority lost too, not only in terms of the land 
which it would have been granted as Planning Gain, but also by not receiving 
the much higher level of rates obtainable from commercial development. 



5.6. Opportunities of this kind are not solely confined to urban areas. Large 
hospitals are often located in Green Belt and other rural areas. If such a 
hospital is declared redundant the likelihood of obtaining approval for re- 
development for non-institutional use is remote because of the traditional 
attitudes of local planning authorities to development in such areas. However, 
we believe that a carefully designed proposal for suitable alternative use 
would be more in keeping with Green Belt or other surroundings than a large 
hospital complex which, typically, might accommodate nearly 2,000 patients, 
provide houses for staff and include a laundry, workshops and other features 
of an industrial nature. Moreover, if the hospital accommodated psychiatric 
patients, the proceeds from the sale of the site could help to finance their re- 
location in the community in accordance with current policies. 
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5.7. Ministry of Housing and Local Government Circular 42/55 states in 
paragraph 5, “ Inside a Green Belt, approval should not be given, except in 
very special circumstances, for the construction of new buildings. . . .” We 
believe that the opportunity to remove a large hospital complex from a Green 
Belt area, its replacement with buildings more in keeping with the area, and, in 
many cases, the additional opportunity to relocate psychiatric patients in the 
community are “very special circumstances.” We therefore recommend that 
where redundant or potentially redundant hospitals are located in a Green Belt 
or other rural area, health authorities should, in full consultation with local 
planning authorities, explore all the possibilities for acceptable alternative 
uses. If such a case is found they should prepare plans for redevelopment and 
formally submit them for planning permission. In the event of an adverse 
decision by the local planning authority they should consider appeal to the 
Secretary of State for the Environment. The success of such a venture 
depends largely on the preparation of proposals which are in keeping with 
the surrounding area, which could improve the local environment and not 
put additional demands on local infrastructure. It is therefore of great impor- 
tance that proper professional planning and design advice be obtained at the 
very earliest stage. 



5.8. Some health authorities believe that the likelihood of achieving the 
closm*e of a hospital identified as surplus is slender in view of hostile local 
opinion or the possible refusal by Ministers to consent. We recognise that 
in particular instances a proposal to close a well known local hospital may 
cause groups representing local interests to mount vigorous campaigns. These 
activities may be frustrating to a health authority but, nonetheless, local 
interest groups have a part to play in the community. We believe that if a 
healtli authority knows that it will receive the full commercial value of a 
hospital site and, as a result of such knowledge, details of the consequential 
improvements to local health services are made known, the affection for a 
particular building may diminish. The refusal by Ministers to agree to closure 
proposals is not, in a national sense, a factor wliich should deter authorities 
from rationalising their holdings and seeking to close redundant hospitals. 
We examined the record of closure proposals for the years from 1978 to 1982. 
In tliose years Ministers refused consent to closure in only six of the cases 
put to them — ^less than three per cent of all hospitals formally proposed for 
closure in that period. There have been other instances where’ Ministers have 
intervened at an earlier stage, for example before a consultative document has 
been issued, but these are also few in number. There have been more cases 
where authorities themselves have changed their minds on closures following 
consultation than instances of refusal of consent by Ministers. We do feel, 
however, that a health authority could improve its case for the closure of 
a hospital if information on the value of the site was provided, in submissions 
to Ministers. Cases for closiue are usually based almost entirely on service 
factors and whilst these will always be paramount, the knowledge tliat a par- 
ticular hospital occupies a valuable site could be important in deciding an 
otherwise borderline case. We do not believe that a change in the hospital 
closure procedures is required. 
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5.9. It has been represented to us that, in some cases, local agreement is 
not always obtained for the closure of a hospital which has been made 
redundant by the provision of new facilities. This is because use of the redun- 
dant premises is suggested as a means of meeting other service needs, perhaps 
in the longer term. We consider this to be an inadequate reason for retaining 
redundant premises. The “ other service needs ” should already have been 
identified in the strategic plan and a decision taken. In our view this attitude 
would be less likely to occur if our recommendation at paragraph 5.29. for a 
system of notional rent linked to the annual accountability reviews is imple- 
mented. 

5.10. At a number of our visits the problems associated with listed build- 
ings were described to us. It would be outside our Terms of Reference to 
make recommendations about the system of listing. We would merely com- 
ment on the problems caused for the NHS in possessing an estate with a high 
proportion of old buildings and the difficulties presented by a system which 
permits listing without reference to the financial circumstances of the owners. 
In effect, listing can divert money voted by Parliament for patient care into 
the maintenance of historic buildings. 

Increasing Incentives 

5.11. A powerful incentive for a District to make positive efforts to identify 
and dispose of surplus property is that it should receive the full benefit of the 
proceeds of the sale. In this respect the Land Transactions Handbook states 
that, with certain exceptions, the proceeds of sales will normally accrue to the 
hospital or District at which the surplus was declared. The responsibility for 
ensuring that proceeds are distributed in this way rests with RHAs. Despite 
this clear advice which we know has been reinforced by correspondence 
between Ministers and RHA Chairmen, the interpretation by Regions of these 
paragraphs has produced varying practice across the country. In consequence, 
the purpose of this section of the Handbook— to promote and sustain local 
interest in a continuing review of property holdings surplus to requirements 
— ^is negated. 

5.12. Ideally, Districts should be given the maximum incentive to identify 
and dispose of surplus property by the expectation of receiving the proceeds. 
It has to be recognised, however, that property may become surplus because 
of major capital expenditure by the Region on new premises. In this case, 
it seems entirely reasonable that the proceeds from the disposal of premises 
vacated as a result of this expenditure, should be retained by the RHA 
for the benefit of the Regional Programme as a whole. 

5.13. Where property is declared surplus in other circumstances, we con- 
sider that the District should receive the benefit by additional identifiable 
schemes in the capital programme. This arrangement may need to be varied 
where, for example, a hospital earmarked for disposal serves more than 
one District. If capital expenditure is necessary to release the property, this 
expenditure would be a first charge on the proceeds. It may be argued that 

over-provided ” Districts should not be entitled to receive such benefit. 
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We consider, however, that the incentive argument takes precedence ; any 
inequality will need to be dealt with in other ways, either as part of the 
long-term programme of capital investment or tlirough sub-Regiomi re- 
distribution of revenue. We recommend that all Regional Health Authorities 
should comply strictly with paragraphs 2.3.3. and 2.3.4. of the Land Trans- 
actions Handbook. 

5.14. An associated matter is whether Regions in their RAWP calculations 
take into account tlie proceeds of j^operty sales received by Districts and 
adjust the overall funding of the Districts concerned. In our opinion this 
should not happen. We have confirmed that land sale proceeds are not 
taken into account in the DHSS capital RAWP calculations, so allocations 
to Regions are not affected. We suggest tliat the procedures of each Region 
in this respect be examined together with their policies on use of sale 
proceeds at the annual accountability reviews. 

5.15. We consider that tlie incentive which the retention of sale proceeds 
affords should not be reduced unduly because of the effect of security and 
maintenance costs on empty premises. The aim should be to dispose of empty 
premises as soon as possible in order to reduce the drain on resources which 
these costs represent. Whilst we accept the broad principle that the auth- 
ority which benefits from the sale proceeds should normally be the one to 
meet such costs, we consider that Regions should be responsible for part 
of these costs dtxring the period when redundant properties are in their 
hands for disposal. 

5.16. We recommend that procedure be established whereby a “transfer 
date ” is agreed between Region and District. This would be the stage at 
which Region accept that all work required of a District on the disposal of 
a property has been completed to their satisfaction. If, six months after 
that date the property had not been sold, the maintenance and security costs 
would become the responsibility of Region. 

5.17. Some representations have been made to us that a closer local 
interest in property matters would result from more delegation of res- 
ponsibility from Regions to Districts. At present. Regional Health Authori- 
ties are empowered to acquire and dispose of land under directions made 
by the Secretary of State. These powers include the sealing of documents 
but do not include compulsory acquisition. Regional Health Authorities 
may also direct District Health Authorities to assist within certain limitations. 

5.18. District Health Authorities have no powers in relation to property 
transactions other than within the terms of directions given by Regional 
Health Authorities. These are limited to executing certain classes of leases, 
licences and instruments granting short-term tenancies. Essentially, Regions 
are concerned with authorising transactions including the associated pro- 
cedures and provide legal, teclmical and procedural advice to Districts. The 
process leading to disposal or acquisition of property is normally initiated by 
Districts. Regions then respond by undertaking the processes leading to the 
eventual sale. 
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5.19. We have considered alternative arrangements but have concluded that 
those outlined above are the most practical and we therefore make no 
recommendation for change. This is not to say that there is no room for 
improvement. We believe that in many places much could be achieved by 
closer collaboration between all concerned in property transactions and by 
the provision of better information. 

5.20. We do not wish to set out detailed procedures in this respect but 
would like tO' see the following encouraged : — 

(d) close collaboration between the key personnel at Regions. Under 
the overall co-ordination of the Administrator, it is essential for the 
Legal Adviser and Estate Surveyor to be involved at the start of 
each transaction and not, as sometimes happens, when problems 
arise ; and 

(6) a system of progress reports prepared by Regions and circulated to 
Districts which would indicate the state of every transaction and 
reasons for any undue delay, 

5.21. If our recommendations in Chapter 6— Management and Monitoring 
—are accepted, we believe that a climate of co-operation will be established 
whereby a greater degree of delegation in property matters could take place 
in certain aspects of property transactions thus leading to speedier and more 
efficient processing. Tlie extent and nature of such delegation would be a 
matter for local decision. 

A Rental System 

5.22. Throughout this Enquiry we have notice the soinewhat casual attitude 
adopted by many authorities to the handling of property matters in the 
NHS. We believe that this attitude derives largely from the fact that prop- 
erty in the NHS is a “ free good ”. We are convinced that, unless corrected, 
it will frustrate attempts to achieve greater effectiveness in estate management, 

5.23. There have been many discussions over the years of the effect on 
both NHS planning and management generally of NHS capital being “ free ” 
to authorities in particular Professor Perrin’s work for the Royal Commis- 
sionh The introduction of capital and depreciation intO‘ the NHS Accounting 
System, while superficially attractive as being in line with normal accounting 
practice, could create problems. In particular, the valuation of assets and 
the keeping of the necessary records could be a costly and time-consuming 
exercise, with no obvious practical benefits. Charging depreciation against 
cash limits and the creation of reserves would need closer investigation 
than we have been able to undertake. This approach should be discussed 
initially by the DHSS with Treasurers. We do not recommend its adoption 
at this stage. 

5.24. We have considered whether a factor representing the rental value of 
property held by health authorities should be introduced. A rental charge 



1 Capital and Maintenance Allocation in the Health Services — J. R. Perrin, University of 
Warwick, 1978. 
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for NHS property is not a new concept. It has been discussed in the 
technical press and elsewhere. Although few have argued against the 
concept, its adoption appears always to have foundered on what were con- 
sidered to be insoluble problems. Of these the most significant were: — 

(a) the difiiculty of calculating a commercial value on hospitals in the 
absence of a free market ; 

(b) the difficulty of separating “ service ” value from “ commercial ” value 
compounded by a fear that, if the latter was dominant, service plan- 
ning would be distorted ; 

(c) the belief that such a development would brmg to the NHS many 
of the problems associated with “landlord and tenant” relation- 
ships ; 

(d) the assumption that such a concept would automatically require 
much extra work and an increase in management costs ; and 

(e) the possible hardship it would cause tO' those authorities who have 
no early prospect of being able to replace unsuitable and badly 
located property. 

5.25. Nevertheless, we are convinced that the adoption of a positive NHS 
property valuation system is essential as being the only realistic way of 
bringing home to both planners and users the cost of die accommodation 
occupied. It would become a key feature in the annual accountability review 
process. Clearly any system we propose would have to overcome the problems 
listed in paragraph 5.24. and yet not lack “ teeth ”. It would have to apply to 
Regional as well as District properties. 

5.26. We propose a system whereby a notional rent would be calculated 
for all properties occupied by a health authority. The notional rent would 
not result in annual charges for accommodation. In effect it would be a 
performance indicator which, when related to other relevant indicators, 
would show the effectiveness or otherwise of an authority’s use of capital 
assets. 

5.27. During the annual accountability review, instances of low performance 
would be identified, for example, where an authority’s notional rent was high 
compared with measures of service delivery and other comparisons. The 
authority would be asked to remedy the situation by taking action which 
would lead to a reduction in the overall notional rent. Failure to reduce 
the level of notional rent would be a matter for examination at a subsequent 
annual review. We hope that such cases would be rare and could be resolved 
by persuasion. If not, a form of financial penalty might be necessary although 
we were not unanimous about the need for such a measure. 

5.28. There are various methods of determining notional rent — a figure 
based on the replacement cost of a building depreciated according tO' age ; 
a flat rate per square metre ; a figure based on the equivalent commercial 
rent ; a figure based on the rateable value of a property etc. Each of these 
methods has advantages and disadvantages. Our strong preference is for 
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one which is simple to operate, would not increase management costs and 
which can be introduced soon. The method which is most likely to meet 
this requirement is to use the gross values which are calculated at present 
to produce a rateable value on which to base the “ contribution in lieu of 
rates ” paid by health authorities. This information is already available to 
them. These values are agreed by the Treasury Valuer and reflect the value 
of land, cost of buildings, with an allowance for age and condition. An 
appropriate factor could be applied to gross values (currently at 1973 levels)' 
to produce a notional rent at current values. 



5.29. Notional rent is a relatively new concept in the NHS and the details; 
will need to be carefully worked out. But considerations of detail should 
not detract from the basic principle that property is a valuable resource and 
its eflSicient use is a matter for which the NHS should be accountable. The 
essential point is to introduce a system of notional rent without delay and 
to allow that the method may need to be modified in the light of experience. 
We recommend that a system of notional rent as described above which is 
linked to the annual accountability reviews should be introduced. We describe 
our ideas in more detail in Appendix 4. 



5.30. In paragraph 5.25. we identified a need to bring home to users the 
cost of the accommodation which they occupy. Managers at all levels should 
be as aware of this cost as they are of the cost of stores consumed and other 
costs incurred by their units, departments or wards. Ideally, this information 
should be available to managers in a form which relates precisely to their 
departments etc. and be regarded as part of the cost of running the depart- 
ments. We consider that research should be undertaken on a limited scale 
using not only the notional rent based on gross value but other possible 
methods which would utilise, for example, capital costs or professional valu- 
ation. We would not advocate the unco-ordinated introduction of such a 
system because it is essential that the components be standardised to enable 
proper comparisons to be made. Moreover, it should not have the effect of 
increasing management costs. We therefore recommend that the concept 
should be tested by means of a DESS sponsored research project at one or 
more health authorities. 

The research would need to cover the following elements : — 

(a) identify the value of a managed unit, department, ward etc. by a 
suitable method ; 

(b) devise a system of measuring changes in values because of wear and 
tear, obsolescence, technical changes, inflation etc. ; 

(c) devise a way of identifying the values to users ; and 

{d) consider how the values could be incorporated into the budgetary 
control system. 
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6. MANAGEMENT AND MONITORING 
Introduction 

6.1. So far we have identified problems and shortcomings in the way NHS 
property is managed and have recommended various ways of achieving 
improvements. But if improvements are to be sustained management at all 
levels must have a receptive attitude and they will need the benefit of proper 
professional advice. 

Role of Chairmen and Members 

6.2. Our impression is that, with some notable exceptions. Chairmen and 
Members of health authorities regard the management of the property in 
then charge as a peripheral matter of a purely technical nature. Yet we 
believe that because of the range of backgrounds from which Chairmen and 
Membeis are drawn, they could contribute either because of their own prO" 
fessional expertise, or in some cases because of their membership of local 
authorities. What is needed is a recognition that the estate is a resource 
which, if properly managed, could yield substantial financial benefits to the 
semce. We believe that Ministers should persuade Regional Health Auth- 
ority Chairman that property management has an important part to play in 
the running of the NHS. Equally, Regional Chairmen should influence 
District Health Authority Chairmen and there is a need for senior officers 
at each level of authority to respond accordingly. 

The Changing Nature of Works Organisations 

6.3. Amongst the deficiencies which we identify in Chapter 3 is the insuf- 
ficient weight accorded to estate management matters and the lack of proper 
professional advice. In our opinion, this situation stems largely from a 
preoccupation with new capital projects and reflects the emphasis on new 
hospital building of ffie “ boom ” period from tlie early 1960s to the mid- 
1970s. This emphasis is no longer relevant to the needs and resources of 
the present day and of the foreseeable future. Health authorities need to 
conserve that part of their stock for which a useful future life is required, 
manipulate the property creatively to maximise its effectiveness and dispose 
of surplus holdings so that maximum benefit is obtained for the service. We 
therefore see the need for a more broadly based function than that currently 
carried out by Works Departments at Region. Such a function would be 
devoted to property services and, while retaming a capability for the planning 
and design of new capital works commensurate with the reduced needs of 
the 1980s, would put a much greater emphasis on all aspects of estate 
management. Indeed, the very titles “Works Departments”, “Regional 
Works Officer” and “District Works Officer” reflect what in our view is 
an outdated over-emphasis on constructional aspects. We see merit in the 
adoption of titles such as “ Regional Estates Department ”, “ Regional Estates 
Officer” and “District Estates Officer” which describe more aptly the 
broader activity which needs to be undertaken. 

6.4. In recognition of the changing nature of works organisations described 
above, and to meet the need for the right professional advice referred to in 
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paragraph 6.1., we recommend that a new division be established in the 
works organisation of Regional Health Authorities to be responsible for 
estate matters of a non-design nature. The main function of this division 
would be to provide professional advice on land and property matters includ- 
ing valuation. It would also be responsible for studies to maximise the 
productive use of space, structural surveys, building maintenance advice and 
the upkeep of estate records. An important aspect of the new division’s 
work would be to provide professional advice to Districts on all these 
matters on an “ adviser /client ” basis. For reasons given in paragraph 6.7. 
the creation of the new division should not result in an increase in the 
overall number of staff m regional works organisations. To be fully effec- 
tive, Districts should call upon this advice at the earliest stage of their stra- 
tegic planning discussions. The responsibilities of the new division would call 
for the skills of all three works professions but as the main activity would 
be concerned with property transactions we recommend that the division 
should be headed by a “Regional Property Surveyor” who would be a 
corporate member of the Royal Imtitution of Chartered Surveyors registered 
in the General Practice Division of the Institution and that the post be 
graded at a level equivalent to the Regional Architect f Engineer f Quantity 
Surveyor. The Regional Property Surveyor would be a full member of the 
regional planning team(s). 

6.5. We have been precise in specifying the qualification for the Regional 
Property Surveyor post because only Chartered Surveyors of the General 
Practice Division have the requisite training and experience for the work 
required. It would be wrong to expect a surveyor from another Division 
or a member of one of the other works professions to^ provide the profes- 
sional input needed in such property matters. 

6.6. Very few staff in the NHS possess the qualifications we have specified 
for the new post but we see no difficulty in recruiting suitably qualified 
surveyors of the right calibre from outside the service. As an alternative 
to a direct appointment it may be possible to arrange the secondment of a 
suitable officer from the Valuation Office of the Inland Revenue for a period 
of three to five years. 

6.7. We stress tliat our recommendation for a new division in tlie regional 
works organisation is a consequence of the changing nature of the organisa- 
tion — ^a reduction in the emphasis on and effort devoted to new capital works 
and an increase in the time allocated to estate management matters. It 
follows therefore, that the overall cost of the works organisation should not 
increase — ^the new division should be wholly funded from reductions in 
staff and/or consultancy costs attributable to the reduced number of new 
capital projects. It will be for each RHA to arrange any necessary transfer 
between capital and revenue cash limits. 

6.8. If professional advice of tlie kind described is obtained, the NHS 
will be better able to manage its estate in a more efficient way and to secure 
the best value from its property transactions. But success in property matters 
requires commercial judgment of high order — du characteristic which is less 
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likely to be found in the public sector than in the private sector. However 
competent a public sector estate surveyor mi^t be, his knowledge and 
acumen will not be subject to the stimulus of constant and close contact 
with the property market place of the kind experienced by his private sector 
colleagues. He therefore needs access to intelligence on property matters 
throughout the Region for which he is responsible. We therefore recom- 
mend that a Regional Property Advisory Panel should be established. The 
purpose of this Panel would be to provide the Regional Property Suiweyor 
with a “ sounding board ” of local property expertise, information on hap- 
penings in the commercial private sector and further knowledge of events 
in the property market place. The Panel would be advisory and its mem- 
bers, serving on a voluntary basis, would all have experience of property 
matters and would include valuers, estate agents, solicitors, property company 
directors and a member of the Regional Team of Officers. The Panel 
should mirror the various property ingredients of the Region. 

6.9. We appreciate that the implementation of our recommendations for 
changes in regional works orgamsations and associated matters at para- 
graphs 6.4. and 6.8. will require discussion with the various interested parties 
and through Whitley Council channels. Although we believe that these 
recommendations set out the best way of achieving a lasting improvement in 
the management of property matters, the implementation of our other recom- 
mendations should not be delayed until the various organisational changes 
have been made. The essential point is that Regions^ should obtain the right 
professional advice on property matters at an early date. Such advice is 
available from the private sector and we recommend that, as an interim 
measure pending the implementation of changes in works organisations, 
Regional Health Authorities should engage the services of firms of chartered 
surveyors who specialise in commercial property matters to advise on the 
more complex cases. 

6.10. Having established the importance^ of property management at Region 
there is a complementary need to ensure that this subject receives adequate 
attention at District. There has been a greater emphasis on estate manage- 
ment matters at District than at Region but this, understandably, has tended 
to concentrate on maintenance aspects. The main> need at District level is 
to ensure that proper account is taken of the estate in the planning process— 
a matter which we have discussed in Chapter 4. The increased importance 
of the estate in general and of property matters in particular in planning 
and management decisions wiU call for more involvement by the District 
Works Officer. In recognition of this change the District Works Officer 
should be closely involved in planning and decision making at the highest 
level. It is also our view that fresh consideration should be given to the 
overall position of the District Works Officer within the District Health 
Authority organisation. 

Central Advice on Property Transactions 

6.11. The DHSS provides general advice on precedural aspects of property 
transactions through the medium of its Land Transactions Handbook and by 
dealing with individual cases referred by health authorities. We see no 
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reason to alter these arrangements. However, we believe that this central 
advisory function needs to be supplemented in the short term by a part-time 
national advisory group comprised of members from the private sector (who 
would provide input based on commercial property expertise) as well as 
from the NHS and DHSS. The group would have a limited life-span— 
about two or three years^ — ^because, if our recommendations at paragraphs 
6.4. and 6.8. are accepted. Regions should, by then, have strengthened their 
own property management capability by the appointment of Regional 
Property Surveyors and by the establishment of associated Regional Property 
Advisory Panels. 

6.12. The role of the advisory group would be to: — 

(a) monitor the implementation of those recommendations of this report 
which are accepted by the Secretary of State ; 

(h) as a result of such monitoring, advise the Secretary of State on general 
matters and RHAs on specific issues and complex cases ; 

(c) advise on special problems such as property disposal aspects relating 
to the large concentration of psychiatric hospitals in the Home Counties. 

6.13. The group’s work would complement the property management aspects 
of the annual accountability reviews and would use much of the basic mfor- 
mation produced for those reviews. Although the group would be advisory, 
we would expect them to take the initiative where necessary by identifying 
opportunities for property disposals such as those described in paragraphs 
5.5. to 5.7. from which major financial benefits could be expected to accrue. 
We are convinced that these opportunities exist particularly in the Home 
Counties and in major conurbations. The role of the group would be to 
draw the attention of Regions to such opportunities and to encourage their 
full and prompt exploitation. We therefore recommend the establishment of 
a national advisory group on property transactions as outlined above. 

Residential Accommodation 

6.14. In general, the management of staff residential accommodation in 
the NHS is poor. Some of the accommodation is under-used and some is 
in poor structural or decorative condition. Some Districts are making efforts 
to improve the standard of their accommodation but because of the size 
of the estate and other demands on scarce funds, progress^ is slow. Where 
residential estates are well managed we feel that the staff input required to 
achieve tliis situation could be better utilised elsewhere in the service. 

6.15. We suspect that for historical reasons the NHS provides too much 
residential accommodation and that the need for such provision requires 
scrutiny. We are aware that the Oxford Regional Health Authority are 
undertaking a Rayner scrutiny “to review the policies and management 
methods of residential property region-wide, with the aim of reducing work 
and improving efficiency ”. Valuable though this study will no doubt prove, 
we recommend that a further study should be instituted to examine the 
extent that NHS residential provision is necessary. The terms of reference 
of such a study should be wide enough to encompass an examination of 

25 



Printed image digitised by the University of Southampton Library Digitisation Unit 



whether the NHS or another organisation should provide residential accom- 
modation. 

Property Monitoring and Annual Accountability Reviews 

6.16. Annual accountability reviews will provide an excellent opportunity 
to judge the efficiency of health authorities in estate management matters 
and the extent to which progress is being achieved. We do not expect that 
property matters will feature as one of the main tasks to be undertaken as 
a result of the review process in every Region each year but there will be 
an opportunity during the preliminary activity of sifting issues and supporting 
data to consider various aspects of performance. 

Performance Indicators 

6.17. We know that work is in hand to develop performance indicators and 
that some of these will be used in future accountability reviews. Our recom- 
mendation in paragraph 5.29. for a system of notional rent in itself would 
provide a relevant indicator. But notional rent could be used as a target 
for reduction only in conjunction with other indicators. 

6.18. We have referred here, and on several previous occasions, to the 
central importance of information. We have been encouraged to see the 
development of a Works Information Management System (WIMS) which we 
understand is now being adopted widely in the NHS. This provides an appro- 
priate computer based vehicle for the holding and manipulation of data 
necessary to many of the activities described earlier. 

7. TRAINING 

7.1. We believe that suitable training in the importance of the estate as a 
resource, its importance in planning and on aspects of estate rationalisation 
should be available for service planners, administrators concerned with 
property matters and works officers. We are aware of the courses on estate 
rationalisation and planning which are available to works officers and believe 
them to be a step in the right direction. However, we feel that the scope 
of these courses needs to be widened to enable a much broader range of 
disciplines to take part and their frequency increased so that a greater 
number of officers may benefit. The best way of achieving these aims would 
be to devolve responsibility for running the existing single-discipline course 
to Regions. Those at DHSS who are presently responsible for the courses 
could then develop suitable courses for all disciplines which could be made 
available to Regions after a suitable “ running-in ” period. 

7.2. In addition, there is a longer term requirement for the training of 
works professional staff in aspects of estate management beyond those which 
they would have covered in their normal professional training. District 
Works Officers are drawn from the professions of engineering, architecture 
and surveying. In order that these officers and those aspiring to the top 
posts may know the full range of professional inputs to estate management, 
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particularly those related to property transactions, a series of short courses 
should be arranged to give works oj05.cers an appreciation of the input of 
professions other than their own. 

7.3. We also believe that the awareness of Chairmen and Members of the 
importance of the NHS estate in general and of property matters in par- 
ticular could be heightened by means of short seminars on the subject. We 
appreciate that Members are busy people with limited time to spare. How- 
ever, we consider that the contribution they could make to NHS manage- 
ment as a whole could be enhanced by an opportunity to attend a suitably 
structured seminar on property matters. 

7.4. We recommend that courses and seminars of the kind described in 
paragraphs 7 J. to 7.3. should be provided. 



8. SUMMARY OF RECOMMENDATIONS AND TIMESCALE FOR 
IMPLEMENTATION 

8.1. The summary of our recommendations which follows is divided into 
three groups — recommendations which should be capable of implementation 
in less than a year, those which may take up to two years and those which, 
because of the need for discussion at the appropriate Whitley Council, may 
take up to three years. We emphasise that our recommendations although 
inter-related are not inter-dependent. Improvements tO' property management 
will follow the implementation of each one. When all have been put into 
effect the NHS will reap many financial benefits by virtue of its greater 
effectiveness in property management. 

8.2. Recommendations which should be capable of implementation in less 
less than a year. 

(a) Each District should maintain a continuing record of the condition 
and changes in condition of the existing stock for use in their annual 
operational programmes and in strategic planning. 

{paragraph 4.7c(i)) 

{b) District Management Teams should require an assessment of the 
cost maintenance and replacement measures which the operation of 
its property in the previous year has made necessary to be made 
available to them so that they can make a report to the District 
Health Authority. (paragraph 4.7c(ii)) 

(c) All Regions should make available to Districts their own planning 

and estate management expertise to help in the strategic planning/ 
estate management process.. (paragraph 4.10.) 

(d) RHAs should give “ bridging finance ” a high priority and also pro- 

vide facilities for Districts to deposit sale proceeds with them. Such 
deposits should be protected by RHAs against inflation as far as 
possible. (paragraph 4.16.) 
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(e) Suitable legislation should be enacted to put beyond any doubt that 
Crown authorities are not debarred from seeking planning permission 
under the terms of the Town and Country Planning Act 1971. 

{paragraph 5.1.) 

0) Where redundant or potentially redundant hospitals are located in 
a Green Belt or other rural area, health authorities should, in full 
consultation with local planning authorities, explore all the possibili- 
ties for acceptable alternative uses. If such a use is found they 
should prepare plans for re-development and formally submit them 
for planning permission. In the event of an adverse decision by the 
local planning authority they should consider appeal to> the Secretary 
of State for the Environment. {paragraph 5.7.) 

{g) AH RHAs should comply strictly with paragraphs 2.3.3. and 2.3.4. 
of the Land Transactions Handbook. {paragraph 5.13.) 

{h) A procedure should be established whereby a “transfer date” is 
agreed between Region and District. Tins would be the stage at 
which Region accept that all work required of a District on the 
disposal of a property has been completed to' their satisfaction. If, 
six months after that date the property had not been sold, the main- 
tenance and security costs would become the responsibility of 
Region. {paragraph 5.16.) 

(0 A system of notional rent linked to> the annual accountability reviews 
should be introduced. {paragraph 5.29.) 

O') The concept of identifying the value of units, departments and wards 
and of incorporating these values in a system of budgetary control 
should be tested by a DHSS sponsored research project at one or 
more health authorities. {paragraph 5.30.) 

{k) As an interim measure, pending the implementation of changes 
in works organisations, RHAs should engage the services of firms 
of chartered surveyors ■ ,who specialise in co mm ercial property 
matters to advise on the more complex cases. (paragraph 6.9.) 

(/) A national advisory group on property transactions should be 
established for a period of two to three years. (paragraph 6.13.) 

(m) A further study on residential accommodation should h& instituted 
to examine the extent that NHS residential provision is necessary. 

(paragraph 6.15.) 

(n) Courses and seminars of tlie kind described in paragraphs 7.1. to 

7.3 should be provided. (paragraph 7.4.) 



8.3. Recommendations which may take up to two years to implement : — 

{d) Before each round of strategic planning commences, (i.e. every 
five years) each District should undertake a review of the potential 
sale value of its stock including its enhanced value if planning 
pennission for other uses can be obtained. This review should be 
imdertaken in close consultation with the Regional Property Sur- 
veyor and the District Valuer. (paragraph 4.7a) 
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(b) i. As soon as is practicable each District should undertake a full 

review of the functional suitability and effective utilisation of 
space within its existing stock. 

ii. This review should also indicate the extent of spare capacity so 

that it can be taken into account in subsequent rationalisation 
work. 

iii. The review should be updated every five years before each 

round of strategic planning. 

iv. The function of space management should become an identifiable 

responsibility at Region and at District. 

V. The DHSS should enlarge its research effort in this area so' as 
to make guidance available within a time-scale which would 
allow this work to run in parallel with the other assessments. 

{paragraph 4.7b) 

(c) The estate data base referred to in paragraph 4.7. should be 
assembled in time for the interactive exercise described in paragraph 
4.8. to be carried out as part of strategic planning, (paragraph 4.8.) 

(d) An estate control plan should be prepared for each major hospital 

site. (paragraph 4.9.) 

(e) Strategic plans; should contain a summary of the results of space 

utilisation surveys, and brief details of functional suitability, stock 
condition and maintenance backlog, together with consequent pro- 
posals for action. (paragraph 4.11.) 

(f) When property is transferred from one Government Department to 
another, the acquiring Department should pay the full market price 
for the property as determined by the District Valuer and the pro- 
ceeds should pass in full to the “ selling ” Department. 

(paragraph 4.18.) 

(g) Health authorities should be enabled to acquire land to enhance 
the value of adjacent property in their ownership subject to the 
provisos tliat: — 

i. the District Valuer must first confirm in writing that, by acquir- 

ing additional land, the site to be declared surplus will become 
more marketable and that the acquisition price is fair and 
reasonable ; 

ii. the proposed transaction must require a prior resolution of the 

Regional Health Autliority in tiie confidential part of the 
Autliority’s agenda ; and 

iii. there must be a definite intention to sell the property. 

(paragraph 5.2.) 



8.4. Recommendations which may take up to three years to implement : — 

(a) A new division should be established from within existing resources 
in RHA works organisations to be responsible for estate matters 
of a non-design nature. (paragraph 6.4.) 
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(b) The division should be headed by a Regional Property Surveyor 
who would be a corporate member of the Royal Institution of 
Chartered Surveyors registered in the General Practice Division of 
the Institution and that the post be graded at a level equivalent 
to the Regional Architect /Engineer /Quantity Surveyor. 

(paragraph 6.4.) 

(c) A Regional Property Advisory Panel should be established. 

(paragraph 6,8.) 



30 



Printed image digitised by the University of Southampton Library Digitisation Unit 



APPENDIX 1 

List of Health Authorities visited 

Regional Health Authorities 

North West Thames 
North Western 
South West Thames 
South Western 
Trent 

West Midlands 
Yorkshire 

District Health Authorities 
Bradford 

Central Birmingham 

Croydon 

Ealing 

Exeter 

Hounslow and Spelthorne 

Nottingham 

Rochdale 
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APPENDIX 2 



List of Health Authorities and individuals who provided written 

COMMENTS 

C. G P. Alderson, Esq., LDS, R.C.S., Leader, Tandridge District CouacU 
Basingstoke and North Hampshire Health Authority 

Councillor Mrs. E. Currie, M.A., Msc., Chairman, Central Birmingham Health 
Authority 

East Anglian Regional Health Authority 
F. T. Hart, Esq., BA, JP 
J. F. Jenner, Esq. 

North Lincolnshire Health Authority 

Portsmouth and South East Hampshire Health Authority 

South Sefton Health Authority 

E. Smith, Esq., C.Dip AF, Dip Tech, DMA, MBIM, MILGA, LHA 
Trent Regional Health Authority 
Wessex Regional Health Authority 
West Berkshire Health Authority 

West Surrey and North East Hampshire Health Authority. 



32 



Printed image digitised by the University of Southampton Library Digitisation Unit 



APPENDIX 3 



Publications relevant to various aspects of property management in the 

National Health Service 



1. General 

(a) Land Transactions Handbook . 

ib) Estmancode — Estate Management 

(Building, Engineering and Grounds) 
Practices Code for the NHS 

(c) Surveying the Surveyors — Building, 
Land and Estate Surveyors in NHS 
Regions — A Background Study . 

2. Adaptation of Buildings 

(a) The Jubilee Project — A report on a 
King’s Fund Project to Commemorate 
Her Majesty Queen Elizabeth’s Silver 
Jubilee by Upgrading Wards in Ten of 
London’s Older Hospitals . 

3. Space Utilisation Studies 

(a) Space Utilisation in Hospitals — Con- 
cepts, the Methodology and Preliminary 
Results — ^Dr. C. Rawlinson . 

(b) Examples of multi-use of space in 

Hospitals — I. Kelly . . . . 

(c) Space Utilisation in Hospitals 

i. Lister Hospital Study — 1977 . . 

ii. Frimley Park Hospital Study — 1978 

4. Performance Indicators 

(a) Cost-in-Use Indicators, Rental Systems 
and Disposal Procedures for NHS land 



DHSS 

DHSS 

Institute of Advanced Archi- 
tectural Studies, University of 
York January 1981 



King Edward’s Hospital 
Fund for London — ^January 
1981 



Medical Architecture Re- 
search Unit, London — May 
1977 

Medical Architecture Re- 
search Unit — June 1977 



Medical Architecture Re- 
search Unit 



I. Wickings and J. Coles^ — 
CASPE Research, London 
1982 
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APPENDIX 4 



A System of Notional Rent 

1. In every-day use the term “rent” is understood as a payment, usually on a 
regular basis for the use of property, a commodity or equipment. However, 
because there is no market in hospitals and other NHS buildings and because 
they produce virtually no income, orthodox valuation techniques are of little 
help in calculating existing capital values or rents for the stock of NHS 
buildings. It has therefore been concluded that the “rateable value” on which 
the “ contribution in lieu of rates ” is based offers the most satisfactory base for 
calculating a realistic rent for NHS properties. 

2. Most properties in the United Kingdom are assessed to gross value which 
is the open market rent of the premises assuming that the landlard is responsible 
for all repairs and insurance and the tenant for the rates and any other taxes 
due. The rateable value is arrived at by means of statutory deductions 
which represent the cost of repairs and insurance of the premises. 

3. However, hospital property is not let so it is necessary to resort to a method 
known as tlie “ Contractors Test Method of Valuation ”. This method equates 
the “ rental value ” to that which would be payable on the capital cost of con- 
structing the property. The value so determined is then abated to reflect age, 
obsolescence, functional and locational inconvenience. This method involves, the 
ascertainment of an effective capital value of the site, buildings, and rateable 
plant and machinery, and the application of a factor to arrive at annual value. 
Account is also taken of a range of other relevant factors of which age is the 
most significant. The interest rate on capital value adopted for NHS hospitals 
is three and three quarter per cent. Site value is determined on the basis of 
its market value as a site cleared of all building, works and structures, with 
public services available for connection and with permission for development 
for its present use. To this is added an appropriate amount in respect of aU 
site works not otherwise included in the effective capital value of the building. 

4. The same is also applied to health centres, residential accommodation and 
other ancillary accommodation. An NHS hospital complex will normally 
comprise a single hereditament and even if divided by a public highway it 
will be represented by a single assessment (rateable value) in the valuation list 
(subject to an apportionment if the complex extends into more than one rating 
district). 

5. The resulting figure appears in the Valuation List as the Net Annual Value 
determined on 1 April 1973. As it stands this figure raises three main 
problems : — 

(a) Many physical changes may have taken place on particular sites over 
the last ten years which the Treasury Valuer may not have taken into 
account. There are believed to constitute a small proportion of the 
whole and can be remedied easily by comparing the valuation list with 
an up-to-date estate terrier. 

(b) Improvements to properties during the lifetime of each Valuation List 
may result in an increase in “ rateable values ”. Well maintained, upgraded 
buildings or new construction should not be penalised by attracting a 
rent which is so high that it would not only distort a health authority’s 
overall rent but possibly discourage rationalisation and re-building. This 
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problem can be solved by selecting a suitable weij^ting index, l^e 
range of such indices will be determined centrally in consultation with 
the Chief Valuer’s Office of the Inland Revenue. 

(c) The figure itself will be out-of-date because of the effect of inflation. 
For the purpose of attributing a current rent, it would be necessary 
to project the 1973 value to a present value. This wifi be done by a 
calculation based on the Retail Price Index or by a factor derived from 
“beacon” valuations made independently by the Chief Valuer’s OfiS.ce 
for an agreed representative sample of heralitaments. 

6. In summary, the system would contain the following stages. 

Stage 1 

(а) Each health authority would obtain from the local valuation office an 

“ Abstract ” of all property in its ownership together with their rateable 
values. 

(б) Adjustments to the values relating to properties which have been com- 
pleted or converted after 1 April 1973 would be made using the weighting 
index. 

(c) The sum of all rateable values would be then calculated. 

(d) That sum would be multiplied by a given factor or a correcting value 
to bring it up to present day value and thus a total notional rent 
arrived at 

Stage 2 

(a) The total notional rent applicable to a health authority would be made 
available to the Annual Accomitability Review. 

(b) The reviewing Authority (RHA or DHSS) may, in certain cases, require 
that the total rent be reduced to an agreed target level within an agreed 
time-scale. 

Stage 3 

(a) The Authority would then review and rationalise its property holdings 
in order to achieve the target. 

Stage 4 

(a) Subsequent reviews would check progress. If the target set ha.d not 
been achieved, one of a number of options open to the reviewing 
Authority might be to consider reducing the allocation. 

7. It is necessary to highlight the importance of devising a target that is 
generally considered to be fair and just. This is most likely to be one which 
results fromi an analysis of a wide range of situations which take into account 
the various types of service provided. 
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APPENDIX 5 



“ Twelvetrees Hospital’- ” — Opportunity for Redevelopment 
Background 

1. Twelvetrees Hospital occupies a site of nearly three acres in an urban area 
and is surrounded by commercial office development. Following closure some 
short term use has been made part of the premises but it remains largely 
empty. The health authority did not pursue the possibility of alternative, non- 
institutional, use because, in view of objections by the local authority to the 
closure of Twelvetrees, they believed that planning permission would not be 
granted. They also believed (in view of the interpretation of Section 266(1) of 
the Town and Country Planning Act 1970) that they could not appeal to the 
Secretary of State for the Environment against a refusal by the local planning 
authority to grant planning permission for alternative use of the site. 

Alternative development 

2. The possibilities for the commercial development of the site do not therefore, 
appear to have been explored in any depth by the health authority or the local 
authority. Had they been, the substantial financial benefit to the local com- 
munity arising from commercial development of the Twelvetrees Hospital site 
could hardly have been ignored. 

3. The hospital is in an area of office development. The following hypothetical 
valuations assume that an unrestricted office planning consent is available. No 
enquiries have been made of the local planning authority. 

4. Due to the awkward shape of the property, which effectively is divided into 
two separate units, a single development encompassing both sites is not envisaged. 
If a single development was to be attempted, the scale of Planning Gain is likely 
to be considerable and, as such, would reduce the viability of the development. 
A single development, because of its size, would be possibly somewhat difficult 
to let and by reason of the capital sums involved, might be difficult to place 
in the investment market, with a consequent discount being applied to the price. 
Division of the site into two portions of 1*7 acres (site A) and IT acres (site B) 
and separate development of each is therefore assumed. 

Site A is within an established office location and could accommodate an office 
building of up to 148,000 square feet gross, leaving a net lettable area of approxi- 
mately 110,000 square feet. The building is assumed to be constructed on 
ground level with three upper storeys and with car-parking on undeveloped land. 
The development at the rear of the site may be restricted to two storeys because 
of the adjacent residential units. A building of this size would accommodate a 
Company Headquarters and, despite its speculative nature, must be constructed 
to a high, air conditioned specification in order to achieve the maximum rent 
and to be attractive to the investment market. On the basis of letting at £12 per 
square foot per annum and allowing for construction costs, the provision of 
car-parking, landscaping, fees, financial and other charges, the net hypothetical 
residual valuation of site A would be about £2-7 million. 

Site B is smaller and not such an ideal office site as site A. Some 31,000 gross 
square feet of office accommodation to a slightly lower standard than that of 



1 In order to preserve anonymity, the name of the hospital and certain other details have 
been changed but in all other respects this Appendix is based upon fact. 
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site A coiild be erected and its lettable area of 23,800 square feet could attract 
a rent of £11 per square foot per annum. Taking into account tbe various 
constructional and financial factors appropriate to site A, the net hypothetical 
residual valuation is estimated at £500,000. In order to maximise the value of 
site A, site B would have to be granted as Planning Gain to the local authority. 

Conclusion 

5. The maximum value of the hospital site, on the foregoing assumptions, is 
about £3 million. Of this, about £500,000 relating to site B would pass to the 
local authority as Planning Gain, and the remainder would be available for 
NHS use. It might be argued that Twelvetrees Hospital is an extreme case and 
that the features of its location are unlikely to be found elsewhere. Whilst no 
two hospital locations are alike, there are many in similar situations to Twelvetrees 
and should they be no longer needed for NHS use could yield sizable proceeds 
from sale provided that the opportunities are fully explored and appreciated by 
all parties. 
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